Seasonality 

A brief explanation of ani investment strategy. In layman. 

What is Seasonality? 


A way to invest in the stock mafket. Even in efficierrt markets, wlwe 
s«curlly (it\oes- accLA'ataly reflsci all relevant and recent mfoirnialion, 
many w&ll-dddLMnan(ted seasonal effects cdntinue )a e>xist in nriary 
markets. Fgr many decades it 's beefi well kng-w itiat markets anound tl>e 
world have made mtost of their gains in a favorable season' that runs 
from roughly Mov^inber lo May, and riarvd suff&red fnosl of (heir losses 
in art 'unlavDrablgi fieagcrii' th^t runs, roughly frDrrt May to NDvemb^r. 
Thus, the glcl ^gying "Sfllf in M^y ami 30 away". It hes been pruven In 
nunwous acadefmic studies over the years, [1][?][3] 

Seasonality vs Dow Jones 
Result of a $1,000 investment (1999 - 2014)|v.| 
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How does it work? 


Using MaCD {liloving AvaraQe Co«^vgrggno& ar>d Di'vargfirw:gi)(6][€>| 
signals ws ii^n spot changes, in merket slrenglh. Our eyas laak to 
Oclober S, Movember tor a signal tt? buy in and to April £ May for a 
signal to sell. Typcally, fall is Itie begmnirig of gair>ir»9 marKiet strer*gith 
and aprir>g is the breakdown ol sirangth according to the saasonal 
stralegv.[7] 

We nnaliie two liadies per yeaf . Once to buy In and once lo sell otrt. TTiis 
allows us to keap -costs at a minimum and l^ave Uie amount of flaxltnllly 
to move an a mnmefirs noticB. Keep in mird ttiBft poet poHiprmartCg 
does not guarantee Mure results. 


^Surprlangly m« foiintl Itils inherited wisdcun^ 
of Sell In W&f \A. true In S6 ^^r a? 
ctevBkjped sna WTwrainn marlwts, EviiSsnc* 
glK^vs ttiHt In Ihe UK tne aeasonef efiecl: hes 
b«ai rK>1ioeable siniK 1594." 


^All U.S. 9toc4( market aectoo, and 46 out or 
49 U.S. industry aecLof^, ptrhwied beller 
durwig wnter than sumnwr in our sampJing 
from 1ft26-2M)6.- 


Tha raButtB are aElDuncJng apoiying ths 
simple hiAiCD ^ignaJs. . .itTfir^sstve re^Llls IVy 
bfing inv^Mrsd i:i.iring cyii^ @.4 ingrTtii>; oF Ei^ 
V*ar on average 




Okay, but why does it work? 


No one person or academic stiKfy has found Ihe tause of thne anrtual 
seasonality, only tfial il rsn^ns conaist^nL Ev&n after b&coming w&ll- 
known in the SO's and Ihe advancemanft in techrtology il has stayed true. 
A possible espkanation, at least in the U,S,, could be related lo: 

' Hallo'^&en, Tlunk&givirkQi, Chrnstmas. Val»iline's. Easier, and Moirer's 
[kay arB all within ttia SBasomal pariod. Hie amount of coriEumar 
Spending directly affer^is Hhe stodK rTiarl?et,(3f| 

' Publicly trajdiad securities riMke capital gains & divider>d dlstrlCnJlions al 
ttia end of the year. Most aOCOurit^ ^e set l)o EiutomalicBlly reinvaaL 

- Corpwatione nnake capital gains & dislributions at the end of the y^r> 
t^Dst accounts are sat to automatically reinvest. 

- Empl^jy^ers make contributions to employee retirement piona at year 
end. Most accounts are set to autorriatlcaliy invest 


- Efnployefs pliy all Sorts. bOnu$e$ £|t y^ erid- 


- Tax refunds are In eaily spiing. 


- Hedge-Fund maragiers are usually paid year-end teas and banL^es. 

- Sn^l businesses close their txHJks then pay themselves at year end. 

alltiDLigh there is no eicact cause £ eHect there are snrrre notable 
events taking place between Ncvembe* S April that can have a direct 
affKl on the stock market. 
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